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A tola lita r ia n 'system on t.He. mar c h p|te n gi ve s the 




res»«ion ot remorseless and overpowering s 1 r e n g ' 

» V • -ilt f'; 


wta.kn^»Me% become fully apparent only after" 
downfall, <loar, quote. And Ge o r ge Kennan . in 
ohnoe irailii Soviet system has said recently/ 

quote, that the communist system is deeply wrong -- 
wrong about human nature, wrong about how the world 
really works, wrong about the importance of mo t a 1 
forces, wrong in its whole o\itlook, close quote, Bui 
oven Kenyan agrees that these underlying problems may 
not #orce significant changes for a long time to come. 
And I certainly feel that too much optimism at this time 
could be pretty dangerous. But these problems will 

r ~ 

continue to plague the Soviets as long as their economic 
structuie maintains its present form. 
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M" consumer ® ® ^ ® “ *^ca 

*" '‘‘''*«ati6n of forced coli|^S vi’zation^ 
autbtirity and Initiative for plant miSa^^ers and woik,c4^ 
and less interference by the Sovietafand the political ^ 
bureaucracy. 


I3PR0001 0001 0029-0 

NWC>- r 




'-.jS Is' 


7 „ vx*«o^ cnanges take place, together 
Witt such developments a» a softening of secret police 

control, the s o - c ail e d " monolithic " c ha rs cte, r of the 
Soviet Bloc political and economic structure will undergo 
significant alteration. The basic na^re of the •ateUlte 
economic system will have changed and these changes 
may eatend into the Soviet system itselh In fact, 
there are already some signs of decentrallnation in 
the Soviet Onion, signs that appeared even before the 
death of Stalin. Where all this lead., whether the 
changes will come gradually or violently, whether theoei, 
change, will in fact benefit U. S. security interests, no- 
one really knows. As one of the foremost autliorltie. S 
on the Soviet system. Merle Falnsod, hss said, quote. 
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1, •-'l' ^v-n Kc-«ald t'hlit one of the t.a-J'f 

, Aays'ago Vhen he saia.^a* . 


„";V;if-.ke SoUri^e.dex,. if .hey intend: 
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■ .L^ rnistaken belief that 

tat-A to StallBiam. waa the mlstaaen. 
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could introduce mi., educ.tlin and ..ill clo.e «ll 

tt.,.r people Irom acc... to the reaU.le. o( the out.ide 

iiav that "It>- the industrial and 
world, Hci ^ent on to say tnai 

educational progre.. which they have made, they have 
go'ne far toward, turning .erf. into thinhing human 
being.. ■• 1. it conceivable, of couree. that thc.e 

■Uhiuhing human heinga” will pr... for .tandard. of 
living more commen.urate with tho.e of the Wc.tern 
World, thereby reducing the tremendou. empha.l. on 
Heavy indu.try and .lowing the rate of fu.ure Soviet 

indufitrialprogTess. 

POLAND AND HU N G A R Y - - C A S E STUDIES 
• 

-■ 1 think that in Poland ind Hungary we really have 

exaggerated model, of the Soviet, economic .tructure. 

I .ay exaggerated model. In the .en.e. flr.t. that 
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ommunl.t party and pollee eon.rol. are weaker, le 


Sr » 


Approved For Release 2000/09/01 : CIA-RDP71T00730R0001 0001 0029-0 






crtafed; 










fg , : ^ r; f : 'k'J 




, .’ioVV+^h'i cV.t'h.i~r'' H^ ^^W 

__ t d e ’ ' i'n 't fa « d e r d « V e I p p e 

#othfr h’and'-’it'‘t&'‘Sovl'et. W^a.sl 

ll Vhi'. may 
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p're » s ur e for*^inore welfare benefit* 
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'»"’of the people might take this aa a sign p£ weakaess^ 

and a Biaaal for action against the State. Some of 




theae elements apparently were present in tne .. 

East German riots o'f'June 1953 following 
announcements of more liberal attitude, toward 
the consumer. Nagy's effort, in this dir e c tion in 
Hungary some three years ago seemed to have a ^ 


similar effect.. 

Third, aside from this underlying concern with 
popular discontent arising from the low standards 
of living, the Soviet regime must consider the 
fundamental attitude of various grdups dominating 
key sectors of the Soviet economy. To a large 
extent, these groups are prisoners of the 2 

bureaucratic e c ono mi c s t r uc t ur e ; yet, their, 
reaction may* not only lead to the kind of eruption 
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|Fi[rat ,^i^^.he Soviet 

ignore VeHare,"' it i'a’ cona.tantly*' f a c e^ 

va r ying de gr e e a of popular reaentmeuts , 


frustration, and d I* s at i s f a c tion . Since it is not 


spoutaneoualy supported, the regime must rely 


In brief, flexibility of 


on coercion and terror 


decision-making in the upp c c c he 1 one is bought 
at the price of inflexibility in the day-to-day 
administration of individual plants and c oil c c ti ve 


Secwnd, the Soviet hierarchy then is continually 


faced with the problem of maintaining this 


delicate balance between repre s slon and incenti ve 


that I mentioned earlier. Too much repression 


might bring a violent internal revulsion, lower 


disrupted product ion, and 


productivity 


n affair a 


resistance to the extension of communist influence 
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c’-® ft « « — ♦-fe-# — S- a y i i ! g ♦ ■■ ” <* w 1 ■ ir > , T ii rTmn < nrtTtiiwr kinds of 
latent or potential weakneasea that will come to the 
•surface, only under certalrr kinds of crisis conditions^ 
Any significant activation of these weaknesses could, 
of courise. change our estimates of Soviet economic 
growth’, 

(. Before the panel reviews some of the key sectors 

of the Soviet economy, I'd like to discuss briefly some 

of the major problems a s s o c i a t e. d w it h the structure 

of this economy? and I think we can best begin by 

examining some of its principal characteristics. 

we have here a highly centralised 

bureaucratic structure of economic administration. 

This ‘applies to both Industry and agriculture, 

and is an integral part of their centralized 

« 

; political power. And, aa you can see from the 
charts, there is an injection of secret police 
and Party control at every level of this structure. 

FIRST SLIDE 

ORGANIZATIONAL S T R U C T UR E - - IND US T R Y 
SECOND SLIDE 

ORGANIZATIONAL S T R U C T U R E - - A G R I C U L T U R E 
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SOVIET ECONOMIC PROBLEMS 
NATIONAL WAR COLLEGE 
4 DECEMBER 1956 

Gentlemen, I*d like to aayrightatthe start 

ithat ail the members of this panel were a little dii»tu.rbVd 

\ y the boob ft raps in this kind of one-sided presentation^ 

And I’d ’ike to stress that we arc today solely c o n c c r n e d 

*,• i t h p r 0 hie mu a £ the Soviet economy and not with its 

>•) t-T'enp t h , I think there arc a couple of thing ts we can 

in 

do to put this* d i ft c u Si i o n/ fc c 1 1 e r perspective. Fir*!, I 

believe all the members of this panel {generally 25X1 A 

subscribe to the views expressed b y y e s t e r da y . 

* • * . 

both with respect to the current situation and the 
pof^sibi litres for Soviet economic growth. Therefore, 
when we describe current or active problems facing 
the Soviet economy; we arc really talking about economic 
limitations and alternatives that face the Kremlin 
leadership. We're not talking about weaknesses that 
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which 


^the general order of economic development 
outlined. lie w ert l i , these — <r u v y t , n 1 1 y 


a c-4HM>M»«-rfTri l"FuTtl'> d' t'Ti! i t 't ig ^ 0 nl ' y — p i u b^l ertm — 
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